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No More Climate Accord? Still Could Get Subsidies for Coal

President Trump will make an official announcement on the Paris Climate Accord at on Thursday at 3pm, according
to the President's twitter. Media reports have suggested the President will withdraw the country from the voluntary
non-binding pact, joining Syria and Nicaragua as the only three UN countries to opt out (vs 194 others signed on).
While the accord is non-binding, the fulfilment of a campaign promise to pull out comes on the heels of the US
international trade commission moving forward with a 201 filing to potentially raise solar panel prices domestically
(which has already started to cause an uptick in panel ASPs of late) and would render solar less competitive. While
the administration's recent actions suggest a continued focus on non-renewable generation, the question is whether
the upcoming June 16 date could yet yield a further more explicit coal subsidy from the Department of Energy
(DOE). We remain doubtful on both the scale and funding necessary to backstop coal on National security grounds.
As noted in our recent visit to the AGA conference, coal plant shutdowns continue to be tied largely to high
operating costs vs newer CCGTs or renewables, so we would expect the trend to continue regardless of the US
status in the Paris agreement. Bottom line, we expect another wave of coal retirements to result from continued and
ongoing cheap gas in Texas this Fall and follow in 2018 with announcements across PJM and the Midwest into the
2020's given low PJM capacity prints of late.

What are the Practical Effects?

There are a number of companies actively lobbying to stay in the accord. Question remains just what strategy the
administration will pursue to potentially unwind the existing Obama era regulations attempting to comply with the
Supreme Court's earlier endangerment finding. The question is whether a more modest program is adopted focusing
on efficiency rather than largely ignoring implementation altogether, leaving this potentially to be interpreted by a
future administration. We continue to see risk to some developed renewables projects without robust protections in
place for the PPA, though this is more specific to the 201 filing as panel input costs increase.

What is bipartisan? Likely nuclear support

We continue to bias our viewpoints towards a constructive outcome on both new nuclear via our Buy rating on SCG
and for existing plants across the Northeast. We think investors fail to appreciate the potential for a combination of
legislative and PSC support. We see further success across any range of states as boding well for EXC.

NEE's Analyst Day Prospects & its Record Storage Deal— from 11 to 4.5 c/kwh

We highlight in particular the recent news from Tucson Electric Power and NEER, which recently signed a 100MW
solar + storage array at ~4.5 cents/kwh (solar only portion less than 3 cents). This is consistent and even ahead of
recent commentary we've heard from EPRI suggesting solar+storage on the mainland US is below half the cost of
the 11 cent/kWh solar+storage array being built on Hawaii. Given that the facility in Arizona would be online by
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2019, we believe NEE has assumed some price deflation on both the solar and battery front, though to what extent
any eventual 201 filing is included in projections remains unclear. We believe NEE is increasingly shifting its
prospects towards solar into the 2020's both given the meaningful opportunity in FL but also to capture market share
without wind PTCs. The critical question at the Analyst day later this month will be focused on just where its long-
term growth in 21+ is derived rather than doubts/refocusing on near-year guidance in addition to prospects for the
Oncor transaction still. Net-net, we're still bullish despite the latest rally.

3GW Renewable Auction to Launch in Spain

Following a relatively unsuccessful auction recently, Spain's Ministry of Industry announced it
will hold an additional 3GW renewable energy auction 'before the summer,' noting that a large
amount of wind and solar projects didn’t qualify for the 3GW auction held two weeks ago. We
highlight the previous auction cleared only 1.5SMW of solar with wind being granted almost all
the allocated capacity. We view this as generally supportive of the renewable space in Spain —
while we are still several years out the upcoming tariff reset for ABY in 2019 could yet be less of
a concern going forward (though significantly low PPA prices in the auction could be read
alternately by the govt as well in a more punitive outcome). With the risk of ABY's contracts
being negotiated down in 2019 during its budget reconciliation process, we emphasize the
continued support by the Ministry for renewables via the latest 3GW auction is a positive
nonetheless. Recent commentary from the Ministry has noted that wind and solar is competitive
at market prices and we see clear support for further renewable procurement on the back of the
latest announcement for an additional auction. Further, we note the previous auction proposals
were three times higher than the allocated capacity for the 2020 period which resulted in awards
at €43/MWh, the lowest price ever for onshore wind in Europe.

Nevada RPS Moving to 80% by 2040

The Nevada Assembly recently passed a bill to increase Renewable Portfolio Standards across
the state to 80% by 2040 vs. the current goal of 25% by 2025. AB 206 will now move to Senate
Commerce Labor and Energy Committee for consideration. We see the latest move to increase
RPS as a positive for utility scale PV developers. We note the bill is supported by clean energy
advocates, environmental groups and businesses such as MGM Resorts, who exited NV Energy's
service in favor of renewable energy.

NEE Signs Sub 3 Cent PPA in AZ

Tucson Electric Power recently signed a PPA for solar-plus-storage systems below $0.03/KWh
for 100MW solar array developed by NextEra. We note the pricing is significantly less than that
of the latest combined storage facilities with recent PPA's in Hawaii being quoted at $0.11/KWh.
Further, we note a continued decline with last Fall's proposal from Clean Peak Standard pegged
PPA's at ~$0.145/kWh in 2015. We note the Tucson project is set to be online by 2019 and will
be Tucson's largest dedicated renewable resource.
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Solar modules in India to be taxed 5% - Not 18%

Solar modules in India are now going to be taxed at a rate of 5% vs the prior 18% that was
announced under the Goods and Services Tax (GST) several weeks ago. The discrepancy
essentially boiled down a typo in the document which was released. Although the increase to
5% is not an unequivocal positive vs the 18% previously, we do not see a significant impact on
the longer term trend. Nonetheless, we believe ~90 cent installed utility scale solar would yet be
susceptible to even minor changes in the panel pricing, so there could be some effect before the
price hike resets

Engie Adds Sungevity EU business to ops

Engie is adding the European operations of Sungevity to its portfolio of distributed energy
offerings. The Netherlands based arm of the Sungevity was acquired for an undisclosed amount
while the new US based part of the company’s name was changed to Solar Spectrum. Engie will
operate the EU arm in Belgium, the Netherlands, Germany and the UK. Engie has been building
its DR business with the latest acquisition the company move into the resi sector. We note this is
the first deal for both companies to address the solar market in Belgium, in which Engie
currently has 2.8Mn of customers.

Takeaway's from EPRI

We met recently with the longer term policy Electric Power Research Institute (EPRI) and noted
both AMI and Storage are well in focus.

AMI Roll Out

As AMI rolls out across most utilities today, the larger communications network will be
increasingly relevant and important. One of the key areas of focus would be standardized 'plug
in' infrastructure; as technology changes, the plug in modules can be switched between
distributed assets (for example, future hot water heaters could have a simple female plug
interface) - this will be part of the shift towards a smarter distributed grid, yet who shares those
costs isn't yet quite clear. Regardless, one of the other key areas of focus will also be the ability
to communicate more effectively - ability to curtail will be key as penetration rates reach the mid
single digits.

Storage

On the storage front, lithium 1on is clearly the focus for the next decade but we appear to be
largely beyond the 'overhype' phase and into implementation. Case in point was the Tesla
Powerwall, which from announcement to implementation (one year later) reduced cost by half,
doubled power, and cut the size by 60%. Yet the clearest example of large scale storage
deployment of late is the Aliso Canyon situation, which was resolved much faster than expected:
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1) RFP was issued in June 2016, 2) awarded in Sept 2016 and 3) final commissioning Jan/Feb
2017. While this is due in part to policy goal implementation, this still suggests batteries are
being used as peaker replacements years ahead of schedule. EPRI is forecasting that storage at
$1,400/kW can be competitive with natural gas turbines by 2020.
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This report has been prepared by UBS Securities LLC. ANALYST CERTIFICATION AND REQUIRED
DISCLOSURES AT END OF NOTE. UBS does and seeks to do business with companies covered in its research reports.
As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of this report.

Investors should consider this report as only a single factor in making their investment decision.

Statement of Risk

Risks for Utilities and Independent Power Producers (IPPs) primarily relate to volatile
commodity prices for power, natural gas, and coal. Risks to IPPs also stem from load variability,
and operational risk in running these facilities. Rising coal and, to a certain extent, uranium
prices could pressure margins as the fuel hedges roll off Competitive Integrateds. Further, IPPs
face declining revenues as in the money power and gas hedges roll off. Other non-regulated risks
include weather and for some, foreign currency risk, which again must be diligently accounted in
the company’s risk management operations. Major external factors, which affect our valuation,
are environmental risks. Environmental capex could escalate if stricter emission standards are
implemented. We believe a nuclear accident or a change in the Nuclear Regulatory
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Commission/Environment Protection Agency regulations could have a negative impact on our
estimates. Risks for regulated utilities include the uncertainty around the composition of state
regulatory Commissions, adverse regulatory changes, unfavorable weather conditions, variance
from normal population growth, and changes in customer mix. Changes in macroeconomic
factors will affect customer additions/subtractions and usage patterns.

Required Disclosures

This report has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its
subsidiaries, branches and affiliates are referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of its
research product; historical performance information; and certain additional disclosures
concerning UBS research recommendations, please visit www.ubs.com/disclosures. The figures
contained in performance charts refer to the past; past performance is not a reliable indicator of
future results. Additional information will be made available upon request. UBS Securities Co.
Limited 1s licensed to conduct securities investment consultancy businesses by the China
Securities Regulatory Commission. UBS acts or may act as principal in the debt securities (or in
related derivatives) that may be the subject of this report.

Analyst Certification: Each research analyst primarily responsible for the content of this research
report, in whole or in part, certifies that with respect to each security or issuer that the analyst
covered in this report: (1) all of the views expressed accurately reflect his or her personal views
about those securities or issuers and were prepared in an independent manner, including with
respect to UBS, and (2) no part of his or her compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or views expressed by that research analyst in
the research report.

UBS Investment Research: Global Equity Rating Definitions

12-Month Rating Definition Coverage' IB Services®
Buy FSR is > 6% above the MRA. 45% 28%
Neutral FSR is between -6% and 6% of the MRA. 39% 25%
Sell FSR is > 6% below the MRA. 15% 17%
Short-Term Definition Coverage’ 1B Services*
Rating
Buy Stock price expected to rise within three months less than 1% less than 1%

from the time the rating was assigned because of a
specific catalyst or event.
Sell Stock price expected to fall within three months less than 1% less than 1%
from the time the rating was assigned because of a
specific catalyst or event.

Source: UBS. Rating allocations are as of 30 September, 2016
UBS Investment Research Equity Ratings:
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( 1) Percentage of companies under coverage globally within the 12-month rating category. ( 2 )
Percentage of companies within the 12-month rating category for which investment banking (IB)
services were provided within the past 12 months. ( 3 ) Percentage of companies under coverage
globally within the Short-Term rating category. ( 4 ) Percentage of companies within the Short-
Term rating category for which investment banking (IB) services were provided within the past
12 months.

KEY DEFINITIONS: Forecast Stock Return (FSR) is defined as expected percentage price
appreciation plus gross dividend yield over the next 12 months. Market Return Assumption
(MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and not a
forecast of, the equity risk premium). Under Review (UR) Stocks may be flagged as UR by the
analyst, indicating that the stock's price target and/or rating are subject to possible change in the
near term, usually in response to an event that may affect the investment case or valuation. Short-
Term Ratings reflect the expected near-term (up to three months) performance of the stock and
do not reflect any change in the fundamental view or investment case. Equity Price Targets
have an investment horizon of 12 months.

EXCEPTIONS AND SPECIAL CASES: UK and European Investment Fund ratings and
definitions are: Buy: Positive on factors such as structure, management, performance record,
discount; Neutral: Neutral on factors such as structure, management, performance record,
discount; Sell: Negative on factors such as structure, management, performance record, discount.
Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by
the Investment Review Committee (IRC). Factors considered by the IRC include the stock's
volatility and the credit spread of the respective company's debt. As a result, stocks deemed to be
very high or low risk may be subject to higher or lower bands as they relate to the rating. When
such exceptions apply, they will be identified in the Company Disclosures table in the relevant
research piece.

Research analysts contributing to this report who are employed by any non-US affiliate of UBS
Securities LLC are not registered/qualified as research analysts with the NASD and NYSE and
therefore are not subject to the restrictions contained in the NASD and NYSE rules on
communications with a subject company, public appearances, and trading securities held by a
research analyst account. The name of each affiliate and analyst employed by that aftiliate
contributing to this report, if any, follows.

UBS Securities LLC: Julien Dumoulin-Smith; Jerimiah Booream

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of
this report.
Global Disclaimer

This document has been prepared by UBS AG, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and
affiliates are referred to herein as UBS.

Global Research is provided to our clients through UBS Neo and, in certain instances, UBS.com (each a "System"). It
may also be made available through third party vendors and distributed by UBS and/or third parties via e-mail or
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alternative electronic means. The level and types of services provided by Global Research to a client may vary
depending upon various factors such as a client's individual preferences as to the frequency and manner of receiving
communications, a client's risk profile and investment focus and perspective (e.g., market wide, sector specific, long-
term, short-term, etc.), the size and scope of the overall client relationship with UBS and legal and regulatory
constraints.

All Global Research is available on UBS Neo. Please contact your UBS sales representative if you wish to discuss
your access to UBS Neo.

When you receive Global Research through a System, your access and/or use of such Global Research is subject to
this Global Research Disclaimer and to the terms of use governing the applicable System.

When you receive Global Research via a third party vendor, e-mail or other electronic means, your use shall be
subject to this Global Research Disclaimer and to UBS's Terms of Use/Disclaimer

(http//www ubs. com/global/en/legalinfo2/disclaimer.himi). By accessing and/or using Global Research in this manner,
you are indicating that you have read and agree {o be bound by our Terms of Use/Disclaimer. In addition, you
consent to UBS processing your personal data and using cookies in accordance with our Privacy Statement

(http/Aeww ubs. com/global/en/leqalinfo2/privacy.html) and cookie notice

(http/iwww .ubs.com/global/en/homepage/cookiss/cookie-management.htmi).

If you receive Global Research, whether through a System or by any other means, you agree that you shall
not copy, revise, amend, create a derivative work, transfer to any third party, or in any way commercially
exploit any UBS research provided via Global Research or otherwise, and that you shall not extract data from
any research or estimates provided to you via Global Research or otherwise, without the prior written
consent of UBS.

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution fo or
use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction
where such distribution, publication, availability or use would be contrary to law or regulation or would subject UBS to
any registration or licensing requirement within such jurisdiction. It is published solely for information purposes; it is
not an advertisement nor is it a solicitation or an offer to buy or sell any financial instruments or to participate in any
particular trading strategy. No representation or warranty, either expressed or implied, is provided in relation to the
accuracy, completeness or reliability of the information contained in this document ("the Information™), except with
respect to Information concerning UBS. The Information is not intended to be a complete statement or summary of
the securities, markets or developments referred to in the document. UBS does not undertake to update or keep
current the Information. Any opinions expressed in this document may change without notice and may differ or be
contrary to opinions expressed by other business areas or groups of UBS. Any statements contained in this report
attributed to a third party represent UBS's interpretation of the data, information and/or opinions provided by that third
party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the
third party.

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or
appropriate to an investor’s individual circumstances or otherwise constitutes a personal recommendation.
Investments involve risks, and investors should exercise prudence and their own judgement in making their
investment decisions. The financial instruments described in the document may not be eligible for sale in all
jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all
investors, and trading in these instruments is considered risky. Mortgage and asset-backed securities may involve a
high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market conditions.
Foreign currency rates of exchange may adversely affect the value, price or income of any security or related
instrument referred to in the document. For investment advice, trade execution or other enquiries, clients should
contact their local sales representative.

The value of any investment or income may go down as well as up, and investors may not get back the full (or any)
amount invested. Past performance is not necessarily a guide to future performance. Neither UBS nor any of its
directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising out of
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the use of all or any of the Information.

Any prices stated in this document are for information purposes only and do not represent valuations for individual
securities or other financial instruments. There is no representation that any transaction can or could have been
effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or theoretical
model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other
source may Yield substantially different results.

This document and the Information are produced by UBS as part of its research function and are provided to you
solely for general background information. UBS has no regard to the specific investment objectives, financial situation
or particular needs of any specific recipient. In no circumstances may this document or any of the Information be used
for any of the following purposes:

(i) valuation or accounting purposes;
(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or
(iif) to measure the performance of any financial instrument.

By receiving this document and the Information you will be deemed fo represent and warrant to UBS that you will not
use this document or any of the Information for any of the above purposes or otherwise rely upon this document or
any of the Information.

UBS has policies and procedures, which include, without limitation, independence policies and permanent information
barriers, that are intended, and upon which UBS relies, to manage potential conflicts of interest and control the flow of
information within divisions of UBS and among its subsidiaries, branches and affiliates. For further information on the
ways in which UBS manages conflicts and maintains independence of its research products, historical performance
information and certain additional disclosures concerning UBS research recommendations, please visit
www.ubs.com/disclosures.

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research
Management, which will also have sole discretion on the timing and frequency of any published research product.
The analysis contained in this document is based on numerous assumptions. All material information in relation to
published research reports, such as valuation methodology, risk statements, underlying assumptions (including
sensitivity analysis of those assumptions), ratings history etc. as required by the Market Abuse Regulation, can be
found on NEO. Different assumptions could result in materially different resuits.

The analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales
personnel and other parties for the purpose of gathering, applying and interpreting market information. UBS relies on
information barriers to control the flow of information contained in one or more areas within UBS into other areas,
units, groups or affiliates of UBS. The compensation of the analyst who prepared this document is determined
exclusively by research management and senior management (not including investment banking). Analyst
compensation is not based on investment banking revenues; however, compensation may relate to the revenues of
UBS Investment Bank as a whole, of which investment banking, sales and trading are a part, and UBS's subsidiaries,
branches and affiliates as a whole.

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries
(excluding UBS Securities LLC) acts as a market maker or liquidity provider (in accordance with the interpretation of
these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity provider is
carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such
information is separately disclosed in this document. For financial instruments admitted fo trading on a non-EU
regulated market: UBSmay act as a market maker save that where this activity is carried out in the US in accordance
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with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this
document. UBS may have issued a warrant the value of which is based on one or more of the financial instruments
referred to in the document. UBS and its affiliates and employees may have long or short positions, trade as principal
and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent
with the opinions expressed in this document.

United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is distributed by UBS
Limited to persons who are eligible counterparties or professional clients. UBS Limited is authorised by the Prudential
Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.
France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities
France S.A. is regulated by the ACPR (Autorité de Contrdle Prudentiel et de Résolution) and the Autorité des
Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this document, the
document is also deemed to have been prepared by UBS Securities France S.A. Germany: Prepared by UBS
Limited and distributed by UBS Limited and UBS Deutschland AG. UBS Deutschiand AG is regulated by the
Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin). Spain: Prepared by UBS Limited and distributed by UBS
Limited and UBS Securities Espafia SV, SA. UBS Securities Espafia SV, SA is regulated by the Comisién Nacional
del Mercado de Valores (CNMV). Turkey: Distributed by UBS Limited. No information in this document is provided for
the purpose of offering, marketing and sale by any means of any capital market instruments and services in the
Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of
the Republic of Turkey. UBS AG is not licensed by the Turkish Capital Market Board under the provisions of the
Capital Market Law (Law No. 6362). Accordingly, neither this document nor any other offering material related to the
instruments/services may be utilized in connection with providing any capital market services to persons within the
Republic of Turkey without the prior approval of the Capital Market Board. However, according to article 15 (d) (ii) of
the Decree No. 32, there is no restriction on the purchase or sale of the securities abroad by residents of the Republic
of Turkey. Poland: Distributed by UBS Limited (spolka z ograniczona odpowiedziainoscia) Oddzial w Polsce
regulated by the Polish Financial Supervision Authority. Where an analyst of UBS Limited (spolka z ograniczona
odpowiedzialnoscia) Oddzial w Polsce has contributed to this document, the document is also deemed to have been
prepared by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce. Russia: Prepared and
distributed by UBS Bank (OOQ). Switzerland: Distributed by UBS AG to persons who are institutional investors only.
UBS AG is regulated by the Swiss Financial Market Supervisory Authority (FINMA). ltaly: Prepared by UBS Limited
and distributed by UBS Limited and UBS Limited, Italy Branch. Where an analyst of UBS Limited, Italy Branch has
contributed to this document, the document is also deemed to have been prepared by UBS Limited, Italy Branch.
South Africa: Distributed by UBS South Africa (Pty) Limited (Registration No. 1995/011140/07), an authorised user
of the JSE and an authorised Financial Services Provider (FSP 7328). Israel: This material is distributed by UBS
Limited. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority. UBS Securities Israel Lid is a licensed Investment Marketer that is
supervised by the Israel Securities Authority (ISA). UBS Limited and its affiliates incorporated outside Israel are not
licensed under the Israeli Advisory Law. UBS Limited is not covered by insurance as required from a licensee under
the Israeli Advisory Law. UBS may engage among others in issuance of Financial Assets or in distribution of Financial
Assets of other issuers for fees or other benefits. UBS Limited and its affiliates may prefer various Financial Assets to
which they have or may have Affiliation (as such term is defined under the Israeli Advisory Law). Nothing in this
Material should be considered as investment advice under the Israeli Advisory Law. This Material is being issued only
to and/or is directed only at persons who are Eligible Clients within the meaning of the Israeli Advisory Law, and this
material must not be relied on or acted upon by any other persons. Saudi Arabia: This document has been issued by
UBS AG (and/or any of its subsidiaries, branches or affiliates), a public company limited by shares, incorporated in
Switzerland with its registered offices at Aeschenvorstadt 1, CH-4051 Basel and Bahnhofstrasse 45, CH-8001 Zurich.
This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi closed joint stock
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registered office at Tatweer Towers, P.O. Box 75724, Riyadh 11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is
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